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Investment Strategy – Update 

The Council invests or carries out commercial activities for a variety of purposes; in 

all cases linked to the delivery of core services, benefiting the local economy or 

achieving best value in its management of Council assets.  

The Council maintains an Investment Strategy to provide it with a framework through 

which it can manage and prioritise existing and planned investments and ensure the 

Council is not exposed to excessive risk as a result of these activities.  

That framework seeks to ensure that the Council has a clear set of guidelines that it 

uses when considering commercial investment opportunities. It sets out the types of 

commercial investment that the Council can make; how each decision will be made 

and the financial and risk based considerations that will be factored into each 

decision. 

The Council’s Investment Strategy covers a range of different investment types 

1. Financial Investments – Investments made solely for financial purposes, 

such as treasury management. These investments are lower risk with 

precedence being given to the recoverability of the sum invested over the 

return generated.  

 

2. Strategic Investments - Investments that seek to generate financial returns 

as part of delivering wider Council objectives such as enabling regeneration, 

meeting housing need or local economic growth.  

 

3. Commercial Operations – These are services where the generation of 

revenue plays a significant role. The strategy seeks to ensure the services 

operate as effectively as possible and where possible generate surpluses for 

reinvestment. 

 

4. Council Owned Companies - Investment through Council owned companies 

to deliver cost effective services for the Council. Companies can potentially 

operate more commercially, offer a wider range of services or trade those 

services with other customers than readily than the Council. 

Given that the core elements of this strategy remain consistent year on year, the full 

document has not been reproduced within this Budget Report and unless highlighted 

below the approach remains consistent with the strategy published in February 2021. 

The update below focuses on the following areas: 

• Changes to National Guidance on Local Authority Investing 

• Council Compliance with new Prudential Code 

• Performance of the Current Investment Portfolio  

• Recent/Planned changes to Council investments 

• Risk assessment of the Portfolio 
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1) Changes to National Guidance on Local Authority Investing 

As a part of the public sector, Councils benefit from access to low cost borrowing 

and high creditworthiness, making them attractive as investors for a wide range of 

potential investments.  Councils are also coming under increasing financial pressure 

and are seeking ways to supplement their traditional funding sources, to enable core 

services to be sustained or grown. Using the strength of their balance sheet to buy 

commercial assets that provide an income flow back to the Council is an option that 

has been pursued by many Councils. 

However, the Government has become increasingly concerned that some Councils 

may be over-extending themselves by taking on investment risks which are either 

disproportionate or which fall outside their core purpose.  As such they have, over 

time, sought to strengthen guidance to clarify the role investments should and 

shouldn’t play for local authorities. 

This direction is reflected in the recent publication of an updated “Prudential Code” in 

December 2021. This document sets out how Councils should manage and fund 

their borrowing and investing activities to ensure that they are sustainable and 

borrowing costs remain affordable.  The document itself is not statutory, but Councils 

are required to give due regard to the guidance contained when setting their own 

investment strategies. Councils have until April 2023 to implement any changes 

required by the updated guidance. 

The 2021 update to the Code seeks to restrict the circumstances in which Councils 

undertake commercial investment and places greater emphasis on the “liability 

benchmark”, which is a measure of whether or not a Council has an underlying 

need to borrow.  If this shows a Council is dependent on borrowing, there is a 

presumption that any surplus cash balances should be prioritised towards reducing 

that debt requirement rather than tying them up in long term investments. 

Cheshire West and Chester Council is a net borrower, with an underlying need to 

borrow as measured by its capital financing requirement (Appendix I) in excess of 

£500m. As a net borrower, the Council must give due consideration to the risks and 

benefits of holding onto long term investments, compared to the option of using 

those funds to repay borrowing. 

Not all investments are for commercial purposes. For the purposes of the Code, 

investments and investment income must be attributed to one of the following three 

purposes: 

• Treasury management 

Investments arising from the organisation’s cash flows or treasury 

management activity, this type of investment represents use of short term 

surplus balances which are only held until the cash is required for wider 

Council use. 

For CW&C this includes all its financial investments such as short term 

treasury management holdings, deposits and use of pooled funds. 
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• To enable service delivery 

Investments undertaken primarily to support the delivery of public services 

including housing, regeneration and local infrastructure. If funded by 

borrowing, such investment is only permitted if any income generated is 

“either related to the financial viability of the project in question or otherwise 

incidental to the primary purpose”, i.e. any resulting investment income is 

primarily intended to make achieving the service outcomes of that 

development more affordable, not as a means of making profits. 

For CW&C this includes most of its strategic investments, commercial 

operations and investment into Council companies.  These investments have 

primarily been undertaken as either a means to deliver local economic 

regeneration and enhance local town centres (e.g. Northgate, Barons Quay, 

Winsford) or to deliver Council services more effectively (e.g. investment into 

Council owned service delivery vehicles). As such the income generated from 

these schemes only serves to reduce the cost of achieving Council service 

objectives. 

• To deliver commercial returns 

Investments held primarily for financial return with limited treasury 

management or direct service provision purpose. Such investments would be 

considered commercial and should be limited and proportionate to a Council’s 

financial capacity. An authority must not take out borrowing to invest primarily 

for financial return. 

CW&C has not undertaken any recent investments which were primarily for 

financial returns. It does however hold a significant pre-existing commercial 

property portfolio. These properties support in-borough employment and 

growth opportunities, but also generate an operating surplus which is then 

reinvested into wider services and as such could be classified as commercial. 

 

The first two categories of investment are not affected by any new guidance, such 

activity is considered a core part of the Council’s purpose. The great majority of 

Council investments fit into these categories. The final category is where Councils 

who have an underlying need to borrow should review the prudence of undertaking 

any new commercial investments or continuing to hold their existing investments. As 

the Council is a net borrower and holds some commercial investments it should carry 

out such a review. 

 

2) Council Compliance with new Prudential Code 

As previously commented, most of CW&Cs investment activities/holdings fall outside 

the scope of the extended Prudential Code restrictions. The only material area which 

falls within that scope is the commercial property portfolio. 

The commercial property portfolio comprises around 900 units of accommodation, 

including industrial units, retail units and offices, with an assessed value of over 

£80m. These sites generate in excess of £8m in income each year, which after 
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offsetting holding costs provides a net budget surplus of £6m to fund wider Council 

services. 

The Code requires specific consideration of any planned new commercial 

investments that would increase underlying borrowing, but also the option to 

disinvest from (sell off) existing assets in order to release cash and repay existing 

borrowing 

New Commercial Investment Plans - The Council has no plans to undertake new 

borrowing to invest in the expansion of its commercial property portfolio. The only 

areas where new semi-commercial assets are being developed using borrowing are 

as part of major regeneration led schemes, such as the enhancement of Winsford 

Town Centre or the Northgate development in Chester. 

Reinvestment Plans – The Code is explicit that Councils with existing commercial 

properties can still continue to invest to sustain their existing assets or rebalance 

their portfolios to reduce risk. The Council’s asset management strategy sets out 

long term plans to refresh significant parts of the commercial portfolio over time as 

part of its stewardship of property assets. This will involve disposing of properties 

that are no longer fit for purpose and reinvesting those receipts into replacement 

properties, improving the overall quality and reducing the overheads of the portfolio. 

This multi-year plan is intended to de-risk the Council’s exposure to losses, while 

sustaining or growing the budget surpluses generated. This strategy will reduce the 

overall scale of the commercial property holdings and will be delivered from recycling 

capital receipts not borrowing. As such it would comply with the code. 

The Property Reinvestment Programme does allow the Council to temporarily 

borrow up to £10m to support the development of new commercial property. Such 

borrowing would only be undertaken as a short term measure, where other 

commercial properties are being sold, but there is a timing gap between the need to 

spend and the realisation of those capital receipts. Appropriate use of this facility 

would not breach the Code’s requirements so long as there is a clear plan to repay 

the borrowing within a reasonable period. There are currently no plans to utilise that 

facility. 

Potential for Disinvestment – As a net borrower, the Prudential Code requires the 

Council to specifically consider the potential option to sell off some of its commercial 

assets, generating a capital receipt and using that sum to reduce its underlying 

borrowing requirements, as a means to reduce risk. The section below considers a 

disposal scenario to illustrate the potential costs and benefits.  

The Council’s draft asset management plan envisages existing commercial assets 

being sold over several years, with the proceeds reinvested into replacement assets. 

Instead of reinvesting such sums, those proceeds could be used to reduce 

borrowing. For the purpose of this section, it’s assumed that up to £30m of receipts 

could be generated for reinvestment. 

Reducing net borrowing by £30m would reduce annual capital financing costs by 

approximately £1.8m a year (if spreading the benefit over the next 20 years), 

releasing pressure on the Council’s budgets and reducing future repayment risks. 
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The sale of £30m of commercial properties without replacement would however also 

result in a significant fall in the income generated from the property portfolio. While 

those returns couldn’t be guaranteed, such assets would have been expected to 

generate a net surplus of at least 5-6% per year (£1.5-1.8m). The impact on revenue 

budgets would therefore be marginal (£0.2m), with capital financing savings largely 

offsetting income losses.  

This saving would only be temporary, after 20 years the benefits of paying off the 

debt would have been fully received and there would be no ongoing benefit. In 

contrast the income loss from having sold the properties would continue, leaving the 

Council £1.65m worse off per year and it would no longer have the assets to sell at a 

later point. 

Impact of selling £30m of  Impact on  Impact on  Net  

property to pay down 
debt   

Debt 
Costs 

Property 
Costs 

Saving 

    £m £m £m 

Annual Revenue Cost      

- years 0-20   -£1.85m +£1.65m -£0.2m 

- years 21+   - +£1.65m +£1.65m 

         
 

While selling commercial properties to pay down debt may reduce risk and 

marginally reduce costs in the short term, it would leave the Council significantly 

worse off in the long term. That outcome is sensitive to changes in underlying 

economic conditions. If the returns being generated from commercial properties (5-

6%) fall back closer toward the costs of borrowing (2%), the extra risks held may no 

longer be justified and this balance should be kept under review. 

3) Performance of the Investment Portfolio 

The performance of the Council’s investments has continued to be impacted by the 

pandemic in 2021-22 and this is expected to continue into the new year. 

Financial Investments  

o Financial Investments are not expected to make significant returns given 

they reflect the temporary use of short term cash balances and must be 

invested in highly secure assets and remain liquid.  The return being made 

on such investments has remained very low during 2021-22, as a low base 

rate has driven low returns on government backed investments and inter 

Council loans. Returns on such investments only marginally exceeded 

zero for most of the year. 

 

o The scale of funds available for short term investment has been higher 

than normal during 2021-22, typically ranging between £100-200m on any 

day, but the low returns available mean investment income has been 

negligible.  
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o Rather than utilising such funds for investment, the Council has used them 

to defer the need to undertake new long term borrowing. Through such 

measures it has avoided incurring interest costs on new loans, and this is 

contributing towards a net £3m underspend against the capital financing 

budgets. 

 

Strategic Investments 

o Over their life, strategic investments are where possible expected to 

generate sufficient income to be self-financing, covering operating costs, 

maintenance and the cost of development. The Council has already 

recognised that its two existing developments (Barons Quay and Winsford 

Cross) will not meet this benchmark, and it has set aside a revenue budget 

of £2.1m to cover the expected shortfall.  

 

o Against this budget, these schemes are reporting a £0.35m deficit in 2021-

22 with a small deficit on each site. Both assets have also been impacted 

by Covid-19 having seen a number of tenants get into financial difficulties 

or cease trading during the year and holding a significant number of void 

units. This has resulted in reduced income, additional void holding costs 

and one-off costs to refurbish units for new tenants. The ongoing impacts 

of these pressures and risks are also reflected in the 2022-23 Budget, with 

the future budgeted contribution being increased from £2.1m to £2.9m. 

 

Commercial Operations 

o The commercial property portfolio is also being negatively impacted by 

Covid-19. The portfolio has a net income target of £7.7m for 2021-22, but 

as a result of challenges in retaining existing and attracting new tenants in 

the current climate a lower projection of £6.7m is forecast for the current 

year. This shortfall is being met from Covid contingency budgets. 

 

o At present approximately 10% of the commercial units are vacant/void, 

which results in an income shortfall and leaves the Council picking up 

holding costs such as business rates. While a 10% void rate is in line 

industry averages, the lost rent as a result of these voids is nearer to 20%. 

Recovery from this position will depend on the ability to let key vacant 

units in challenging markets such as retail sites and offices. 

 

Council Owned Companies 

o The Council’s use of arms-length companies to deliver its services is 

considered an investment as such vehicles bring additional overheads and 

risks, which need to be offset by the benefit they deliver in relation to 

Council services or costs.  

 

o During the pandemic, Brio and Edsential both made significant losses as 

their income reduced while facilities were closed or operating below 

capacity. As shareholder the Council has financially supported both 
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companies (£3m in 2021-22) to enable them to sustain their services to 

the public and schools. All other companies are projecting to break even or 

make a surplus. 

 

o It is estimated that since their creation the Council has invested £6m into 

its companies in the form of set up costs, loans and direct financial support 

(not linked to the cost of the services provided). In return, the Council is 

anticipating receiving £0.5m of revenue income from the companies in 

2021-22 (an 8% return), this is largely linked to rebates (dividends) 

received from Qwest.  

 

o Through its property development partnership with PSP, the Council also 

expect to realise a surplus on the development of industrial land near 

Winsford. The Council provided a cash injection of £2.5m to enable phase 

1 of this scheme to be completed during 2021-22. On disposal, the part 

developed sites are expected to fully recover this sum and a further 

£0.7m-£0.8m surplus for the Council. The scheme is also expected to 

exceed its employment growth target. 

 

4) Recent/Planned Changes to Council Investments 

Each year the make-up of the Council investment portfolio changes as investments 

are undertaken, disposed of or there is a significant change in their risk or nature. 

The section below outlines the main changes to the Council’s investment portfolio in 

2021-22 or those planned for 2022-23.  

o Northgate Development – The Northgate scheme is due to be completed 

and begin trading in 2022. While the scheme is being developed as part of 

the regeneration of Chester city centre, it will also significantly increase the 

scale of the Council’s commercial interests across the borough. Once fully 

operational it has the potential to generate up to £5m of income per year, 

although this is expected to be nearer to £4m in early years. The 

development was approved in early 2020 on the basis it would generate 

an operating surplus of £2.6m per annum (as a contribution towards 

financing costs). This was updated to £2.2m in February 2021 when 

projections were refreshed to take account of the impact of the pandemic 

on town centres. Projections remain at that level. 

 

o LEP Investment – In 2020 Council gave approval to provide £10m of new 

loans to the Cheshire and Warrington Local Enterprise Partnership (LEP) 

to support their plans to invest in supporting new business development in 

Enterprise Zones within the Borough. The first £6.8m of this funding is 

expected to be drawn down in early 2022, with a further tranche of £1m 

expected later in the year. These loans will be repaid to the Council over 

the next 10-15 years from the Business Rates generated by the 

developments, the Council will receive interest plus a 2% margin on 
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outstanding balances each year. The development properties being 

supported will generate over 500 permanent jobs for the local economy. 

 

o Commercial Property Refresh – The Council’s draft asset management 

plan identifies the need to refresh the commercial property portfolio to 

protect its ability to continue providing income for the Council to reinvest 

into core services. This reflects the findings of an external review of the 

portfolio completed in 2021. This highlighted that the Council holds a lot of 

low value or underperforming properties and faces significant maintenance 

liabilities in the next few years across the estate unless it reduces its 

estate. It also flagged a range of opportunities to enhance the value of its 

assets by improving the condition of existing stock.  Implementing such 

changes in a way that ensures the Council achieves best value, while 

being sensitive to existing tenant interests, will be a multi-year process. 

Subject to the final approval of the asset management plan by Cabinet, 

this process is expected to commence in 2022-23. 

 

o Vivo Closure - In October 2021 the Cabinet chose to wind up its interests 

in its care provision company, Vivo, from April 2022, and to transfer those 

services back to the Council. That decision reflected the fact Vivo were 

now almost exclusively providing services back to the Council, this limited 

the capacity to add significant further value over and above that which 

could be achieved by a well-managed in-house solution. Bringing the 

services back in-house will also maximise flexibility with regard to potential 

future health and social care integration and save a layer of corporate 

overheads. 

 

5) Risk Assessment of the Portfolio 

A critical part of the Council’s management of its investments is the assessment and 

management of risks.  This recognises that while investing into income generating 

assets and services does give the Council access to additional funding and flexibility, 

it also exposes it to additional risks if those assets do not perform as expected. If 

significant enough any losses could cause disruption to the Council’s ability to deliver 

its core functions. 

Given the diverse nature of the investments held it isn’t possible to apply a one size 

fits all test to measure risk, so a basket of different approaches is used. These 

include: 

• Resilience reviews – Site specific reviews which focus on the financial 

sustainability of large strategic investments such as Barons Quay or Northgate 

 

• Balance sheet reviews - Consider the ability to repay any specific borrowing 

taken out for investments and the recoverability of debts/loans/guarantees issued 

by the Council 
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• Prudential Indicators - Top down assessments that measure the Council’s 

dependency on its investments and capacity to manage any volatility in their 

performance 

 

Resilience Reviews 

The Council carries out formal resilience reviews on its three key strategic 

developments (Barons Quay, Winsford Cross, Northgate) twice a year as well as 

monitoring fluctuations in income on a monthly basis.  This level of monitoring 

reflects the scale of those schemes (investment of over £150m and anticipated 

income of £7m per year) and their potential sensitivity. In value and income terms, 

these three sites are equivalent in scale to the whole of the 900 unit commercial 

property portfolio but are more sensitive to change as they cannot as readily be 

diversified. 

The resilience reviews consider the current and projected net income that is 

expected to be generated from each site over the next 25 years. Such longer term 

projections are based on assumptions but are informed by external advice and 

reflect known lease renewal dates, expected void levels and anticipated 

maintenance costs. This measures each scheme’s long term cash generating 

potential.  

That figure is then compared to the cost of financing the Council’s initial investment 

in the scheme, or in the case of Northgate an agreed contribution toward those 

costs. Where the net income is expected to fall short of that target, this creates a 

budget pressure on the Council.   

By identifying any pressures in advance, the Council is able to reflect them in its 

budget planning process and spread any costs over a longer period, rather than 

facing the prospect of a large one off cost in the future. 

The resilience reviews carried out on these schemes in 2021 has flagged an 

increasing financial pressure for all three sites.  At this point last year, the reviews 

suggested the Council needed to set aside £2.53m of funding to address the 

anticipated shortfalls on these schemes. The latest reviews increase this cost to 

£3.33m creating a pressure of £0.80m. 

Resilience Risk 

2020 Risk 

Assessment 

(£m pa) 

2021 Risk 

Assessment 

(£m pa) 

Annual 

change 

(£m) 

Barons Quay 1.70 2.09 (0.39) 

Winsford Cross 0.40 0.79 (0.39) 

Northgate 0.43 0.45 (0.02) 

Total 2.53 3.33 (0.80) 

 



Appendix K 

The increases over the last 12 months are primarily due to the ongoing impacts of 

Covid-19 on the developments, most significantly at Barons Quay and Winsford 

Cross.  In addition to the short term impacts from disrupted trading and the 

increasing numbers of business failures resulting from Covid-19, there is also 

expected to be an ongoing impact on the ability to let empty units and retain current 

rent levels when agreements come up for renewal. This reflects the more limited 

pipeline of potential tenants for retail units and a national picture where such 

businesses are seeking to agree more favourable terms on lease renewals to reflect 

challenging trading conditions and an over-supply of properties.  Summaries for each 

scheme are included at the end of this appendix. 

The position at Winsford does not yet reflect anticipated benefits that may arise from 

the planned investment into town centre improvements. Those plans include steps to 

reduce the number of units in the existing shopping centre and create new capacity 

around the town square. Subject to obtaining planning approval and final Cabinet 

sign off for the scheme in 2022-23 these proposals would be expected to reduce 

risks on the site and offset the estimated income shortfall by up to £0.4m. 

 

Balance Sheet Risk Review 

This review considers any material assets the Council holds which are reliant on 
uncertain future income to recover or may result in future costs.  This includes areas 
such as loans and guarantees given to Council companies or third party bodies and 
any outstanding borrowing which is dependent on income from strategic investments 
to be repaid.  
 
The most recent balance sheet review was carried out in late 2021. This showed 
that, at that time, the Council had an estimated total exposure of £169m for which 
long term recovery was not certain, and that this figure was expected to increase to 
£209m as a result of commitments or schemes in progress.  Most of this sum relates 
to historic investment into strategic assets such as Barons Quay/Northgate (£150m) 
or loans to third parties (£35m). 
 
Each asset/liability was reviewed to determine the extent to which they were likely to 
be recovered, whether through repayment, generating income or selling an asset on 
in the future. This flagged a “realisable” value of approximately £97m, leaving a gap 
of £112m. 
 
That gap mostly relates to historic costs on the strategic investments where the 
Council has already recognised that these costs will not be fully recoverable from 
scheme income. Budget has been set aside to fund those costs in previous years 
and as part of the resilience review process (£104m). Similarly, the Council holds 
provisions (£3m) against the potential it may not fully recover loans issued or incur 
costs from underwriting pension liabilities. 
 
The funding already reflected in the 2022-23 Budget and the provisions held on the 
balance sheet reduce the Council’s residual exposure to approximately £5m. At this 
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scale the risks are manageable within the Councils wider risk management strategy 
without placing wider Council services at risk.  
 
It is important to note that while the residual risk is only £5m, this presumes the 
Council can successfully recover £97m from future income or collecting outstanding 
debt. Given the scale of this balance, the position will be monitored closely. 
 

        Total 
Exposure 

  Realisable 
Value 

  

Non-
Realisable 

Risk   

Funds 
Already 

Set Aside 

Residual 
Pressures 

        £m   £m   £m   £m £m 

                        

Council 
Companies 

Working Capital Loans 1.5   1.3   0.2   0.2 0.0 

Loss Loans   1.3  0.4  0.9  1.3 -0.4 

Investment Loans   20.1  18.1  2.0  0.2 1.8 

Pension Guarantees   1.7  0.4  1.3  1.6 -0.3 

Other Org 
Loans/Debts 

LEP EZ Investments   10.0  10.0  0.0  0.0 0.0 

Others   17.1  16.4  0.7  0.0 0.7 

Development 
Accounts 

Barons Quay   88.0  36.0  52.0  50.0 2.0 

Winsford Cross   20.7  2.0  18.7  17.5 1.2 

Northgate Sites   41.3  5.0  36.3  36.3 0.0 

Housing Housing Schemes 7.1  7.1  0.0  0.0 0.0 

                        

        208.8   96.7   112.1   107.1 5.0 
 

 

Prudential Indicators 

These measures are designed to track whether or not the Council is becoming over 

exposed to commercial borrowing or dependent on commercial income to fund its 

statutory services. The analysis below reflects the strategic investments the Council 

undertakes and its commercial property portfolio.   

Prudential Indicators for Investments 2020-21 
Outturn 

2021-22 
Projected 

2022-23 
Projected 
 

Measures of ability to fund repayment of borrowing 

Compares scale of debts to the Council’s budget (a proxy for the Council’s financial 
strength). 

 Debt to net service expenditure (NSE) ratio    
 (lower = lower risk) 
 

 
30% 

 
30% 

 
50% 

Compares outstanding borrowing (yet to be repaid/funded) to the value of the assets held 

 Loan to value ratio 
 (lower = lower risk) 

 
47% 

 
51% 

 
64% 
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Measures of dependency on income generated from investments 

Measures the extent to which commercial income can cover associated borrowing costs 
(interest) 

 Investment cover ratio 
 (higher = lower risk) 

 
299% 

 
275%  

 
204% 

Extent to which the Council is dependent on commercial income to support its day to day 
operations 

 Commercial income to NSE ratio 
 (lower = lower risk) 
 

 
3% 

 
2% 

 
3% 

 

The indicators above show that there have been only marginal changes to the 

Council’s exposure/risk over the last 12 months, but that there will be significant 

changes by March 2023 linked to the opening of Northgate later this year. Once 

Northgate opens the additional borrowing the Council is undertaking to finance the 

scheme and the additional commercial income it will generate from the scheme are 

reflected into these indicators, in both cases causing the linked indicators to appear 

worse. Despite this the indicators do not indicate cause for concern.   

In relation to the Councils ability to repay borrowing, they show that the scale of 

outstanding borrowing linked to these investments (£150m) will rise to 50% of the 

Council’s annual service budget in 2022-23 (from 30%). While this may seem high it 

should be recognised that these debts are long term and would be paid off over 25 

years+, this means that the debt repayments reflect approximately £6m a year or 2% 

of the annual budget.  The borrowing also remains lower than the value of overall 

commercial assets held (64%). 

The ability of the Council to fund its interest payments is also positive as the net 

income being generated (£9m) remains more than double the linked interest costs 

(£4.5m).  That income only represents 3% of the Councils spend on services, so the 

underlying ability to deliver services would not be materially impacted if that income 

proved to be volatile. 
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Annex: Current Position for Major Strategic Investments 

Summary of financial 
position 

 

Upfront 
Investment  

£m 

2021-22 
Net Cost 

£000s 

Current 
Budget 

Contribution 
£000s 

Future 
Budget 

Contribution 
£000s 

Barons Quay £72m £1,900 1,700 2,090 

Barons Quay continues to be impacted by voids and the pandemic.  The centre is expected 
to generate net rental income of £0.5m in 2021-22 and incur £0.7m of operating costs 
giving a net loss of £0.2m. The scheme is also incurring a capital financing cost of £1.7m 
giving an overall cost of £1.9m against a budget of £1.7m. This represents a marginal 
improvement from previous years, despite incurring a number of one off Covid costs in 
2021-22.  

The site needs to increase occupancy and income generation to achieve its long term 
funding targets. On average, the scheme would need to deliver an operating surplus of 
£1.2m per annum over the next 25 years to meet current budget targets. Achieving this 
target requires substantial growth in usage and retention of existing tenants, but town 
centre retail remains a challenging environment at present and relatively few retailers are 
currently expanding. The risks underpinning this position are reflected in the proposal to 
increase the budgeted contribution to Barons Quay to £2.09m in the 2022-23 Budget.  

Summary of financial 
position 

 

Upfront 
Investment  

£m 

2021-22 
Net Cost 

£000s 

Current 
Budget 

Contribution 
£000s 

Future 
Budget 

Contribution 
£000s 

Winsford Cross £22m 550 400 790 

The forecast outturn position for Winsford Cross in 2021-22 comprises net rental income 
of £1.1m, operating costs and voids of £0.65m and £1m in capital financing charges, 
resulting in an overall net cost of £0.55m. The Council budgets include a £0.4m 
contribution to the scheme, resulting in the reported deficit of £0.15m. 

This represents a deterioration on previous years. This is in part due to Covid, the centre’s 
largest rent contributor went into administration during the pandemic, and part due to a 
longer term adjustment in rent levels. As a result, this trend is expected to continue in the 
short term. The centre has a significant number of leases which are due for renewal in the 
next few years and retaining tenants and income levels is likely to be challenging.  

The 2022-23 budget includes a significant budget increase linked to Winsford Cross, in 
anticipation of those income pressures.  The Council is progressing longer term plans 
through the Winsford Future High Street development which would be expected to improve 
and recover the trading position of the centre, but in the interim the asset will be managed 
to maintain income levels in order to sustain the platform for future investment. 

 

  



Appendix K 

 

Summary of financial 
position 

 

Upfront 
Investment  

£m 

2021-22 
Net Cost 

£000s 

Current 
Budget 

Contribution 
£000s 

Future 
Budget 

Contribution 
£000s 

Northgate Development £65m NA 430 450 

The new Northgate development is due to open later this year and will comprise retail 
sites, an indoor market, a cinema, offices and a new multi-storey car park.  The scheme 
was approved based on a business case assumption that it would generate a net £2.6m 
operating surplus per year once established and fully operational.   

The scheme has progressed well but is still subject to risks in relation to the final 
completion of the build and fit-out and confirmation of remaining lettings. The current 
projection is an underlying £2.2m surplus, which reflects these risks and slightly lower 
income assumptions from town centre parking and increased market operating costs. 

 


